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Title  6— ECONOMIC 
STABILIZATION 

Chapter  ill — Price  Commission 

PART  300— PRICE  STABILIZATION 

Rate  Increase  Provisions  Relating  to 
Insurers 

The  purpose  of  this  amendment  is  to 
add  a  new  §  300.20  to  set  forth  the  rules 
applicable  to  rate  increases  by  insurers. 
In  general,  it  is  provided  that  insurers 
may  charge  a  price  for  insurance,  in  ex¬ 
cess  of  the  base  price,  only  in  accordance 
with  rate-making  practices,  rating  plans, 
or  formulas  developed  by  using  six  fac¬ 
tors  set  forth  in  paragraph  (b)  of  the 
new  section. 

Each  insurer  that  had  revenues  of 
$250  million  or  more  during  the  calendar 
year  preceding  the  effective  date  of  any 
rate  increase  it  is  proposing  is  designated 
at  a  “prenotifier”  and  must  notify  the 
Price  Commission  and  the  State  regula¬ 
tory  agency  at  least  30  days  before  any 
proposed  increase  which  affects  $1  mil¬ 
lion  or  more  in  aggregate  annualized 
premiiuns  imder  the  existing  rate,  and 
would  be  required  to  certify  that  the  pro¬ 
posed  increase  conforms  to  the  require¬ 
ments  of  the  section.  Such  a  proposed 
increase  would  be  reviewed  by  the  appro¬ 
priate  State  regulatory  agency  (acting 
imder  agreement  with  the  Price  CNjmmis- 
sion)  and  acted  upon,  within  20  days,  by 
certification  that  the  increase  does  or 
does  not  comply  with  the  section.  The 
certification  would  be  prima  facie  evi¬ 
dence  of  that  compliance  or  noncompli¬ 
ance.  The  Price  (Commission  would  act  on 
all  such  certifications  and  would  also  act 
on  all  filings  that  have  not  been  acted 
upon  by  a  State  agency,  by  the  30th  day 
after  the  filing.  The  Price  Commission 
could  delay  the  effective  date,  request 
further  information,  suspend  all  or  part 
of  the  increase,  or  limit,  refuse,  resdnd, 
reduce,  or  modify  the  increase.  If  the 
Price  Commission  does  not  act  within 
30  days  after  the  date  of  the  filing,  the 
increase  could  go  into  effect  without  its 
approval. 

Each  insurer  with  annual  revenues  of 
$50  million  or  more  during  the  calendar 
year  preceding  any  rate  increased  pro¬ 
posed  by  it  will  be  required  to  file 
quarterly  reports  with  the  Price 
Commission. 

The  Price  Commission  Is  designating 
the  United  States  Civil  Service  Commis¬ 
sion  as  the  certifying  agent  for  contracts 
under  the  Federal  Employees  Health 
Benefits  Law. 

Because  the  purpose  of  this  amend¬ 
ment  is  to  provide  immediate  guidance 
and  information  as  to  the  price  stabiliza¬ 
tion  rules  in  effect,  it  is  hereby  found 
that  notice  and  public  procedure  thereon 
is  impracticable  and  that  good  cause 
exists  for  making  it  effective  less  than 
30  days  after  publication. 

(Economic  Stabilization  Act  of  1970,  as 
amended,  Public  Law  91-379,  84  Stat.  799; 
PubUc  Law  91-668,  84  Stat.  1468;  Public 
Law  92-8,  86  Stat.  13;  Public  Law  92-15, 


85  Stat.  38;  Economic  Stabilization  Act 
Amendments  of  1971,  Public  Law  92-210;  Ex¬ 
ecutive  Order  No.  11627,  36  F.R.  20139, 
Oct.  16.  1971;  Cost  of  Living  Oouncll  Order 
No.  4,  36  F.R.  20202,  Oct.  16,  1971) 

In  consideration  of  the  foregoing.  Part' 
300  of  Title  6  of  the  Code  of  Federal  Reg¬ 
ulations,  is  amended  as  follows,  effective 
January  11,  1972. 

Issued  in  Washington,  D.C.,  on  Janu¬ 
ary  7,  1972. 

C.  Jackson  Grayson,  Jr., 
Chairman,  Price  Commission. 

1.  The  table  of  contents  Is  amended 
by  amending  the  entry  for  §  300.14  and 
inserting  a  new  §  300.20  to  read  as 
follows: 

Sec. 

300.14  Service  organizations,  other  than 
providers  of  health  services  and 
insurers. 

300.20  Insurers. 

2.  Section  300.14  is  amended  to  read 
as  follows: 

§  300.14  Service  organizations,  other 
than  providers  of  health  services  and 
insurers. 

(a)  A  service  organization  may  charge 
a  price  in  excess  of  the  base  price  with 
respect  to  the  furnishing  of  services  or 
the  leasing  of  personal  property  only  to 
refiect  allowable  costs  in  effect  on  No¬ 
vember  13,  1971,  and  cost  increases  being 
incurred  after  November  13,  1971,  re¬ 
duced  to  refiect  productivity  gains,  and 
only  to  the  extent  that  the  increased 
price  does  not  result  in  an  increase  in 
that  organization’s  profit  margin  over 
that  which  prevailed  during  the  base 
period. 

(b)  This  section  does  not  apply  to 
providers  of  health  services  covered  by 
§§  300.18  and  300.19  or  to  insurers  cov¬ 
ered  by  §  300.20. 

3.  The  following  new  section  is  added 
after  S  300.19: 

§  300.20  Insurers. 

(a)  Definitions:  The  following  defini¬ 
tions  apply  in  this  section:  “Insurer” 
means  any  person  who — 

(1)  By  contract  for  a  stipulated  con¬ 
sideration  undertakes  to  compensate 
another  for  loss  on  a  specified  subject; 
and 

(2)  Either — 

(i)  Is  subject  to  the  regulatory  juris¬ 
diction  of  a  State  or  the  District  of  (Co¬ 
lumbia  (including  a  person  engaged  in 
providing  nonprofit  medical  or  hospital 
services  imder  such  a  regulatory  juris¬ 
diction)  ;  or 

(11)  Is  undertaking  to  provide  medi¬ 
cal  or  hospital  services  for  a  capitation 
fee. 

“Prenotifier”  means  an  insurer  that 
had  revenues  of  $250  million  or  more 
during  the  calendar  year  preceding  the 
effective  date  of  a  rate  increase  it  Is 
proposing. 

“Rate”  means  any  amount  paid  for  in¬ 
surance,  calculated  in  accordance  with  a 
rate-making  practice  or  formula,  or  de¬ 
veloped  under  a  classification  system. 


“State  regulatory  agency”  means  any 
commission,  board,  or  other  legal  body 
that  has  jurisdiction  over  rates  or  prac¬ 
tices  of  insurers  in  a  State  or  the  District 
of  (Columbia. 

(b)  General.  An  insurer  may  charge  a 
price  for  insurance  in  excess  of  the  base 
price  only  in  accordance  with  rate- 
making  practices,  rating  plans,  or  for¬ 
mulas  developed  by  using  the  following: 

(1)  Factors  that  refiect  experience  in¬ 
curred  on  all  actual  costs,  including  com¬ 
missions  payable  to  licensed  agents  and 
brokers  on  other  than  a  percentage  of 
premium  basis,  to  the  extent  those  com¬ 
missions  are  not  inconsistent  with  the 
rulings  of  the  Pay  Board  and  Price  Com¬ 
mission,  may  be  used  in  the  customary 
manner  in  rate-making  process. 

(2)  Factors  that  refiect  changed  con¬ 
ditions  of  risk  may  be  used  in  accordance 
with  customary  practice  in  the  normal 
rate-making  process. 

(3)  Factors  in  rate-making  processes 
or  formulas  anticipating  cost  or  price  in¬ 
creases  for  any  period  after  Novem¬ 
ber  13,  1971,  may  not  exceed  five-eights 
of  the  rate  of  infiation,  otherwise  justi¬ 
fied  on  the  basis  of  the  line  of  insurance 
involved  in  the  proposed  increase  at  the 
time  of  determining  the  rate  increase, 
that  would  otherwise  be  used;  however, 
assumptions  of  any  rate  of  infiation  dur¬ 
ing  the  period  beginning  on  August  16, 
1971  and  ending  on  November  13,  1971, 
may  not  be  used. 

(4)  Claim  settlement  expenses  or  loss 
adjustment  expenses  may  continue  to  be 
loaded  into  premiums  on  a  percentage 
basis  related  to  the  loss  portion  developed 
under  subparagraph  (1),  (2),  or  (3)  of 
this  paragraph,  or  on  any  other  custom¬ 
ary  basis. 

(5)  Any  expense,  profit,  or  retention 
portion  of  premiums  (other  than  con¬ 
tingencies,  claim  settlement  expenses  or 
loss  adjustment  expense.  State  taxes  and 
fees,  and  commissions  payable  to  licensed 
agents  and  brokers  based  on  a  percentage 
of  premium)  when  loaded  on  a  percent¬ 
age  of  premium  basis  may  not  be  used 
to  pi^uce  an  actual  dollar  amount  when 
applied  to  the  average  premium  per  imit 
of  exposure  under  the  proposed  rate  in 
excess  of  2V2  percent  more  than  the  ac¬ 
tual  dollar  amount  represented  by  those 
loadings  applied  to  the  average  premium 
per  unit  of  exposure  under  the  rates  that 
are  to  be  increased. 

(6)  Contingencies,  taxes  and  fees  pay¬ 
able  to  a  State,  and  commissions  pay¬ 
able  to  licensed  agents  and  brokers,  to 
the  extent  otherwise  consistent  with  the 
rulings  of  the  Pay  Board  and  Price  Com¬ 
mission,  based  upon  a  percentage  of 
premium,  may  continue  to  be  loaded  on 
the  same  percentage  of  premium  basis  in 
accordance  with  customary  practice  in 
the  normal  rate-making  process. 

(c)  Prohibited  changes:  Except  as 
otherwise  provided  by  the  Price  CXanmis- 
sion,  for  the  purposes  of  this  section,  no 
insurer  may  change  a  rating  formula, 
formula  use  or  application,  data  base, 
rate-making  procedure  or  technique,  or 
other  element  in  the  rate-making  process, 
or  Increase  a  rate  as  a  result  of  such  a 
prohibited  change. 
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(d)  Prenotification:  Each  pronotifier 
shall  file  a  written  notice  with  the  Price 
Commission  and  the  appropriate  State 
regulatory  agency  of  each  State  tr  which 
the  rate  increase  is  applicable  (or  the 
State  of  domicile  or  delivery  of  the 
master  policy  for  experience  rated  or 
group  contracts  applicable  to  a  multi¬ 
state  risk)  of  each  proposed  rate  increase 
which  affects  $1  million  or  more  in  aggre¬ 
gate  annualized  premiums  under  the 
existing  rate.  Each  insurer  submitting  a 
notice  under  this  section  shall  certify  to 
the  Price  Commission  and  the  State 
regulatory  authority  that  the  proposed 
increase  conforms  to  paragraphs  (b)  and 
(c)  of  this  section. 

(e)  Certification  by  State  regulatory 
agency:  A  State  regulatory  agency  may 
agree,  in  writing,  with  the  Price  Com¬ 
mission  to  certify  the  rate  increases  of 
which  it  has  received  prenotification 
under  paragraph  (d)  of  this  section  are 
or  are  not  in  compliance  with  paragraphs 
(b)  and  (c)  of  this  section,  if  that  agency 
includes  in  the  agreement  a  statement 
that — 

(1)  It  has  the  authority  and  ability 
to  make  those  certifications;  and 

(2)  All  information  obtained  by  it  in 
the  certification  procedure  will  be  kept 
in  a  confidential  status. 

Each  agency  entering  into  such  an  agree¬ 
ment  with  the  Price  Commission  shall 
furnish  its  certification  to  the  Commis¬ 
sion  (with  a  copy  to  the  insurer)  within 
20  days  after  the  date  it  receives  the  pre¬ 
notification.  A  certification  by  an  agency 
under  this  paragraph  is  prima  facie  evi¬ 
dence  that  the  proposed  rate  increase 
is  or  is  not  in  compliance  with  para¬ 
graphs  (b)  and  (c)  of  this  section. 

(f)  Self  certification:  Whenever  a 
prenotifier  cannot  obtain  a  certification 
of  a  rate  increase  from  a  State  regulatory 
agency  in  accordance  with  paragraph  (e) 
of  this  section  because — 

(1)  The  State  concerned  has  not 
agreed  to  furnish  certifications  under 
that  paragraph;  or 

(2)  The  State  regulatory  agency  did 
not  act  upon  the  filing  within  the  period 
required  under  that  paragraph; 

The  prenotifier  shall  immediately  notify 
the  Price  Commission  that  he  cannot  ob¬ 
tain  the  certification  and  may  request 
the  Commission  to  act  upon  the  certifi¬ 
cation  filed  with  it  imder  paragraph  (d) 
of  this  section. 

(g)  With  respect  to  any  rate  increase 
certifiea  by  a  State  regulatory  agency 
under  paragraph  (e)  of  this  section  or 
self-certified  by  a  prenotifier  under  para¬ 
graph  (f )  of  this  section,  the  Price  Com¬ 
mission  may  take  any  of  the  following 
actions  during  the  period  after  receiving 
the  certification  or  self-certification  and 
before  the  end  of  the  thirtieth  day  after 
the  date  the  prenotifier  filed  under  para¬ 
graph  (d)  of  this  section. 

(1)  Require  the  insurer  to  furnish  ad¬ 
ditional  information  regarding  the 
Increase; 
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(2)  Delay  the  effective  date  of  the  in¬ 
crease  pending  further  Commission 
action; 

(3)  Suspend  all  or  part  of  the  effect  of 
the  increase,  pending  further  action  by 
the  Price  Commission  or  by  the  regula¬ 
tory  agency; 

(4)  Limit,  refuse,  rescind,  reduce,  or 
modify  the  increase. 

If  the  Price  Commission  does  not  act 
upon  a  request  under  this  paragraph 
before  the  end  of  the  period  prescribed 
in  this  paragraph,  the  increase  may  go 
into  effect  without  Commission  action. 
However,  in  any  case  in  which  that  pe¬ 
riod  would  otherwise  end  on  a  Saturday, 
Sunday,  or  Federal  holiday,  it  will  end 
at  the  close  of  the  next  succeeding 
workday. 

(h)  Reporting:  Each  insurer  that  had 
annual  revenues  of  $50  million  or  more 
during  the  calendar  year  preceding  any 
rate  increase  proposed  by  it  shall  file  a 
quarterly  report  with  the  Price  Commis¬ 
sion,  at  the  time  it  normally  releases  its 
quarterly  reports  but  in  any  event  not 
more  than  45  days  after  the  end  of  the 
quarter,  of  each  rate  increase  by  it  during 
that  quarter.  The  report  shall  be  made 
on  a  form  prescribed  by  the  Commission 
and  shall  contain  the  information  re¬ 
quired  by  that  form. 

(i)  Federal  Employees  Health  Bene¬ 
fit  Law:  The  Price  Commission  desig¬ 
nates  the  U.S.  Civil  Service  Commission 
to  act  as  certifying  agent  for  contracts  of 
insurers  imder  the  Federal  Employees 
Health  Benefits  Law.  Each  prenotifier 
that  proposes  to  increase  a  rate  under 
such  a  contract  shall  file  notice  thereof 
with  the  Price  Commission  and  the  Civil 
Service  Commission.  Each  other  insurer 
that  proposes  to  increase  a  rate  imder 
such  a  contract  shall  file  notice  thereof 
with  the  Civil  Service  Commission.  The 
Civil  Service  Commission  shall,  with  re¬ 
spect  to  each  proposed  increase,  certify 
to  the  Price  Commission  that  the  in¬ 
crease  is  or  is  not  in  compliance  with 
paragraph  (b)  of  this  section,  and  that 
certification  is  prima  facie  evidence  of 
compliance  or  noncompliance.  A  rate 
certified  by  the  Civil  Service  Commission 
as  being  in  compliance  may  go  into  effect 
on  any  date,  specified  by  that  Commis¬ 
sion,  that  is  at  least  10  days  after  the  date 
of  the  certification,  and  at  least  30  days 
after  the  date  of  the  prenotification. 

(j)  Data  requirements:  Each  prenoti¬ 
fication  filed  under  paragraph  (d)  of 
this  section  and  each  report  made  under 
paragraph  (h)  of  this  section  shall 
include — 

(1)  Specification  of  the  coverages  to 
which  the  rate  increase  is  applicable  and 
of  the  person  or  persons  by  which  the 
rate  is  to  be  used; 

(2)  The  average  percentage  increase 
by  line  of  coverage  and  by  State ; 

(3)  The  annualized  inflationary  trend 
factor  or  factors  used  with  specification 
of  the  applicability  of  the  factors  if  more 
than  one  are  involved,  including  pre- 
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freeze,  freeze  and  postfreeze  applica¬ 
bility  separately;  and 

(4)  The  percentage  increase  in  the 
actual  dollar  amount  produced  by  appli¬ 
cation  of  loadings  on  a  percentage  of 
premium  basis  for  expense,  profit,  or  re¬ 
tention  (other  than  contingencies,  loss 
adjustment  expenses  or  claim  settlement 
expenses.  State  taxes  and  fees,  and 
commissions  payable  to  licensed  agents 
and  brokers  based  on  a  percentage  of 
premium)  to  the  average  premium  per 
unit  of  exposure  under  the  proposed  or 
increased  rate  as  compared  with  the 
actual  dollar  amount  so  produced  under 
the  existing  or  previous  rate. 

(k)  Rates  for  replacement  or  revised 
insurance  coverages:  The  rate  for  a  form 
of  insurance  coverage  replacing  or  revis¬ 
ing  another  form  of  insurance  coverage 
previously  written  by  the  same  insurer  is 
subject  to  the  same  requirements  as  an 
increase  in  the  rate  for  the  previous  in¬ 
surance  coverage  would  have  been 
subject. 

(l)  Insurance  rates  subject  to  State 
laws:  Approval  of  an  insurance  rate, in¬ 
crease  under  this  section  does  not  au¬ 
thorize  the  use  of  an  insurance  rate  in 
contravention  of  any  applicable  State  law 
that  is  not  inconsistent  with  this  section. 

(m)  Monitoring  by  health  insurers. 
Each  health  insurer  is  authorized  and 
encouraged  to  monitor  and  report  to 
health  care  providers  (both  institutional 
and  noninstitutional)  any  price  increases 
by  those  providers  that  involved  signifi¬ 
cant  deviation  from  the  provisions  of  this 
part  that  apply  to  those  providers  and 
any  increases  in  use  of  services  or  bene¬ 
fits  that  significantly  exceeds  its  experi¬ 
ence  with  that  provider.  Upon  the  receipt 
of  such  a  report,  the  provider  and  the  in¬ 
surer  shall  make  a  good  faith  effort  to 
determine  whether  any  violation  of  this 
part  has  occurred  and  to  take  any  steps 
to  remedy  such  violation. 

4.  Paragraph  (j)  of  §  300.51  is  amended 
to  read  as  follows: 

§  300.57  Frenotifiration  firms. 

*  «  •  •  » 

(j)  Persons  to  whom  section  does  not 
apply.  This  section  does  not  apply  to  pro¬ 
viders  of  health  services  covered  by 
§  300.18  or  300.19  or  to  insurers  covered 
by  §  300.20. 

5.  Section  300.52  is  amended  by  adding 
the  following  new  paragraph  at  the  end 
thereof : 

§  300.52  Rep«»rling  firms. 

***** 

(c)  Persons  to  whom  section  does  not 
apply.  This  section  does  not  apply  to  in¬ 
surers  covered  by  §  300.20. 

[PR  Doc.72-440  Piled  1-7-72:11:49  am] 
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